
PART II 

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS 

Market Information 

The Company’s Class A common stock is quoted on the National Association of Securities Dealers Automated Quotations System National Market 
System (NASDAQ- NMS). Adelphia Business Solutions’ NASDAQ-NMS symbol is “ABIZ”. Prior to October 25, 1999, the Company’s NASDAQ- 
NMS symbol was “HYPT”. 

The following table sets forth the range of high and low closing bid prices of the Class A common stock on NASDAQNMS. Such bid prices 
represent inter- dealer quotations, without retail mark-up, mark-down or commission, and may not necessarily represent actual transactions. 

CLASS A COMMON STOCK 
QUARTER ENDED: HlGH 

June 30, 1998 $18 l/6 $14 114 
September 30, 1998 $16 518 $5 718 
December31, 1998 $15 l/8 $4 112 
March 31,1999 $16 318 $8 5/8 
June 30, I999 $18 718 $11 
September 30; 1999 $25 $15 II2 
December31, 1999 $51 l/4 $24 11/16 

As of March 24,200O there were 210 holders of record of the Company’s Class A common stock, par value $0.01 per share and 22 holders of record 
of the Company’s Class B common stock, par value $0.01 per share. 

Dividends 

The Company has never declared any cash dividends on any of its respective equity securities. Covenants in the indenture pursuant to which the 
Company’s Senior Discount Notes, Senior Secured Notes and Senior Subordinated Notes were issued restrict the ability of the Company to pay cash 
dividends on its capital stock. 

Sale of Unregistered Securities 

On November 30, 1999, Adelphia Business Solutions issued and sold 8,750,OOO shares of Class A common stock at a price to the public of $30.00 
per share. Simultaneously, in a private placement in reliance on the exemption under Section 4(2) of the Securities Act. Adelphia purchased 
5,181,350 shares of Class B common stock at a purchase price of $28.95 per share representing a price equal to the public offering price less the 
underwriting discount for the Class A common stock. The net proceeds of approximately $403 million will be used to continue to fund the expansion 
of Adelphia Business Solutions’ existing markets and to build new markets. 
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ITEM 6. SELECTED FINANCIAL DATA 

The following selected consolidated financial data as of and for each of the three years in the period ended March 31, 1998, the nine months ended 
December 31, 1998 and the year ended December 31; 1999 have been derived from the audited consolidated financial statements of the Company 
and the related notes thereto. These data should be read in conjunction with the consolidated financial statements and related notes thereto for the 
year ended March 31, 1998, the nine months ended December 31, 1998, the year ended December 31, 1999 and “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” included elsewhere in this Form IO-K. The balance sheet data as of March 31; 1996, 
1997 and 1998 and the statement of onerations data and the other Comoanv data with rcsoect to the wars ended March 31. 1996 and 1997 have been 

Staw,lent of operations Data (a): 
revenw ............................................................................... .~~,.~~,~.~~.~~,.~.~ ......... 
operating expenses: 
Netr”orkoperatitions.. ........... .. .. .. .. ..... .............................................. ~,, 
Selling,general endadministrati”e.. .......................... .............. .,~,~~. ................... 
Depreciation and mmtization.. ............................................. .......................... 

operating ,055.. ........ ................................ ............................ ........... ............ 
Gain on sale of inve~ment.. .................................................... ............ ....... ..... 
Interest inmme...~ .................................................................... ................... ..... 
Interest income - affiliate.. ..................................................... .... ................ ..... 
InweSt crpense and fees.. .............................................................................. ..... 
Other incolne.. ......................... ................................................................... .... 
Equity in net loss ofjointventum.. .. ........ ... ............. ...................................... 
Netlms.~. ...... ...................... .. ... ..... .. .. .. .. ............................................ 
Dividend req”ireme”ts applicable to preferred Stock ......................................... 
Net loss applicable to EOmmOn SfOckhOlders.. .................. ..... .... ....................... 
Basic and diluted net loss pa weighted average 
shareofcommon stack.. ....................................................................................... 
Common Stock dividends.. ......................................... ....... ................................ 

Other Company Data (a,: 
EBITDA (b). ....................................................................................................... 
Capital expenditures and company i”“esbne”ts (C). .................. .................. ...... 
Cash (used inj provided by operating activities.. .................... ............................ 
Cash used in investing activities.. ........................................................................ 
Crsh provided by financing acfi”itieS.. ................................................................ 

Balance sleet Data (a): 
Cash and cash equivalents 
Toralassers ~,~.~...~..~ 
Lang term debt and exchangeable redeemable 
preferred EfOCk ~..~..~ 
Common stock an* other stockholders equity 
,>.‘.:.--~> \“c”c1ul”y ,...............................................,.,..............,... ~.,~ ,,.,,., ~.,~~.~,.~..~ ,,.,..,....... (27,323) (50,254) (118,991) 74,031 279,931 

(a) The data presented represents financial information for the Company and its consolidated subsidiaries. As of December 31; 1999, four of 
the Company’s networks were owned by joint ventures in which it owned an interest of SO%, and for which the Company reports its interest 
pursuant to the equity method of accounting consistent with generally accepted accounting principles. 
(b) Earnings before interest expense, income taxes, depreciation and amortization, other non-cash charges, gain on sale of investment, interest 
income and equity in net loss of joint ventures (“EBITDA”) and similar measurements of cash flow are commonly used in the 
telecommunications industry to analyze and compare telecommunications companies on the basis of operating performance, leverage, and 
liquidity. While EBITDA is not an alternative to operating income as an indicator of operating performance or an alternative to cash flows 
from operating activities as a measure of liquidity, all as defined by generally accepted accounting principles, and while EBITDA may not be 
comparable to other similarly titled measures of other companies, the Company’s management believes EBITDA is a meaningful measure of 
performance. 
(c) For the fiscal years ended March 31, 1996, 1997 and 1998, the nine months ended December 31, 1998, and the year ended December 31, 
1999, the Company’s capital expenditures (including capital expenditures relating to its wholly owned operating companies) were $6. I, $24.6, 
$68.6, $146.8 and $453.2 million, respectively, and the Company’s investments in its less than wholly owned operating companies were 
$12.8, $34.8, $64.3, $69.0 and $24.5 million, respectively, for the same periods. 

$(46.565) 
477,755 

17,485 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANClAL CONDlTION AND RESULTS OF OPERATIONS 

Overview 

The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for forward-looking statements. Certain information or statements 
included in this Form 10-K, including Management’s Discussion and Analysis of Financial Condition and Results of Operations is forward-looking, 
such as information relating to future growth, expansion of operations or the effect of future regulation or competition. These “forward-looking 
statements” include statements regarding the intent, belief and current expectations of Adelphia Business Solutions and its directors and officers, and 
can be identified by the use of forward-looking terminology such as ‘“believes,” “expects,” “may,” “will,” “should, ” “intends” or “anticipates” or the 
negative thereof.or other variations thereon or comparable terminology or by discussions of strategy that involve risks and uncertainties. Any such 
forward-looking information involves important risks and uncertainties that could significantly affect expected results in the future fmm those 
expressed in any forward-looking statements made by, or on behalf of, the Company. 

These risks and uncertainties include, but are not limited to, uncertainties relating to our ability to successfully market our Services to current and new 
customers, access markets on a nondiscriminatory basis, identify, design and construct fiber optic networks, install cable and facilities (including 
witching electronics) and obtain rights of way, access rights to buildings and any required governmental authorizations, franchises and permits, all 
in a timely manner, at reasonable costs and on satisfactory terms and conditions, as well as risks and uncertainties relating to general economic 
conditions, the availability and cost of capital, acquisitions and divestitures, government and regulatory policies, the pricing and availability of 
equipment, materials, inventories and programming, technological developments, the costs and other effects of rapid growth and changes in the 
competitive environment in which the Company operates. Readers of this Form IO-K are cautioned that such statements are only predictions, that no 
assurance can be given that any particular future results will be achieved, and that actual events or results may differ materially. In evaluating such 
statements; readers should specifically consider the various factors which could cause actual events or results to differ materially from those indicated 
by such forward looking statements. Unless otherwise stated, the information contained in this Form 10-K is as of and for the twelve months ended 
December 31> 1999. Additional information regarding factors that may affect the business and financial results of Adelphia Business Solutions can be 
found in the Company’s tilings with the Securities and Exchange Commission, including the prospectus and most recent prospectus supplement 
under Registration Statement No. 333-l 1142 (formerly No. 333-88927), under the caption “Risk Factors.” 

The “Company” or “Adelphia Business Solutions” means Adelphia Business Solutions, Inc. together with its majority-owned subsidiaries, except 
where the context otherwise requires. Unless the context othenvise requires, references herein to the networks mean (i) the 22 telecommunications 
networks in operation or under construction as of May 8, 1998, the date of the Company’s initial public offering (the “Original Markets”), which are 
owned by wholly and majority owned subsidiaries or by three joint venture partnerships or limited liability companies managed by the Company and 
in which the Company holds a 50% equity interest with one or more other partners, and (ii) the additional networks operational or under development 
subsequent to May 8, 1998 (the “New Markets”). 

Adelphia Business Solutions is a leading national provider of facilities-based integrated communications services to customers that include 
businesses. governmental and educational end users and other communications services prwiders throughout the United States. The Company 
currently offers a full range of communications services in 53 markets and expects by the end of the year 2000 to be offering services in 
approximately 115 markets nationwide, including substantially all of the top 40 metropolitan statistical areas in the United States. To serve the 
Company’s customers’ broad and expanding communications needs, the Company has assembled a diverse collection of high- bandwidth, local and 
national network assets. The Company intends to integrate these assets with advanced communications technologies and services in order to provide 
comprehensive end-to-end communications services ova its national network. The Company provides customers with communications services such 
as local 
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witch dial tone (also known as local phone service), long distance service, high-speed data transmission and Internet connectivity. The Company’s 
customers have a choice of receiving these services separately or as bundled packages which arc typically priced at a discount when compared to the 
price of the separate services. 

In order to take advantage of the improved economic returns and better customer service from providing services “on-net,” or over the Company’s 
own network, the Company is in the process of further expanding the reach of its network system nationwide. The Company’s Original Markets are 
principally located in the eastern half of the United States; however, due to the Company’s success in operating and expanding these markets the 
Company is pursuing an aggressive nationwide growth plan The Company intends to serve 200 total markets nationwide by the end of the year 
2001, leveraging the Company’s existing and planned switching platforms and inter-city fiber networks. The Company believes that this nationwide 
footprint will position it to address approximately 65% of the 60 million business access lines nationwide, which currently represent approximately 
$75 billion in annual revenues. This network system expansion includes the purchase, lease or construction of local fiber optic network facilities and 
the interconnection of all of the Company’s existing and new markets with its own fiber optic facilities. The Company will also implement various 
technologies including dense wave division multiplexing, or DWDM, to provide greater bandwidth capacity on its local and long-haul network 
system. Once fully installed, the 33,000 route mile fiber optic backbone will connect each of the Company’s local markets. This fully redundant 
network system will support the Company’s full line of communication service offerings. 

The Company has experienced success in the sale of business access lines-with approximately 360,205 access lines sold as of December 31, 1999, 
of which approximately 331,007 lines were installed at such date. This represents an addition of 87,570 access lines sold and 80,202 access lines 
installed during the quarter ended December 3 1, 1999 and an addition of 229,856 access lines sold and 224,339 access lines installed during the year 
ended December 31, 1999. As of December 31, 1999, approximately 55% of these access lines are provisioned on Company owned switches. 

Financing Transactions 

On March 2, 1999 Adelphia Business Solutions issued $300 million of 12% Senior Subordinated Notes due 2007 (the “Subordinated Notes”). An 
entity controlled by members of the Rigas family, controlling stockholders of Adelphia, purchased $100 million of the Subordinated Notes directly 
from Adelphia Business Solutions at a price equal to the aggregate principal amount less the discount to the initial purchasers. The net proceeds of 
approximately $295 million were used to fund Adelphia Business Solutions’ acquisition of interests held by local parmen in certain of its markets 
and were used to fund capital expenditures and investments in its networks and for general corporate and working capital purposes. 

On October 13, 1999, the Company tiled a shelf registration statement with the Securities and Exchange Commission to sell up to $1.5 billion in debt 
securities, preferred and common stock, depository shares, and other equity securities. This registration statement became effective on October 22, 
1999 Proceeds of any sales under this registration statement are expected to be used for general corporate purposes, including capital spending, 
acquisitions, debt repayment, investments and other purposes, and to facilitate the national expansion. 

On November 30, 1999, Adelphia Business Solutions issued and sold 8,750,OOO shares of Class A Common Stock at a price to the public of $30.00 
pn share, prior to the exercise of any underwriters’ over-allotment option. Simultaneously, Adelphia purchased 5,181,350 shares of Class B Common 
Stock at a price equal to the public offering price less the underwriting discount for the Class A Common Stock. The net proceeds of approximately 
$403 million will be used to fund the expansion of Adelphia Business Solutions’ existing markets and to build new markets. At December 3 1, 1999, 
Adelphia owned approximately 60% of the Adelphia Business Solutions’ outstanding common stock and approximately 90% of the total voting 
POWW. 
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Acquisitions of Partner Interests 

During March 1999, Adelphia Business Solutions consummated purchase agreements with subsidiaries of Multimedia, Inc. and MediaOne of 
Colorado Inc. to acquire their respective interests in our jointly owned networks located in the Wichita, KS, Jacksonville. FL and Richmond, VA 
markets for an aggregate of approximately $89.8 million. The agreements increased the Company’s ownership interest in each of these networks to 
100%. The acquisitions were accounted for under the purchase method of accounting. Accordingly, the financial results of the acquired networks are 
included in the consolidated results of Adelphia Business Solutions effective from the date acquired. 

During June 1999, the Company consummated a purchase agreement with Entergy Corporation (“Enter&‘), the parent of its local partner in the 
Baton Rouge, LA, Little Rock, AR, and Jackson, MS markets, whereby Entergy received approximately $36.5 million for its ownership interests in 
these markets. The agreements increased the Company’s ownership interest in each of these networks to 100%. The acquisitions were accounted for 
under the purchase method of accounting. Accordingly, the financial results of the acquired networks are included ti the consolidated results of 
Adelphia Business Solutions effective from the date acquired. 

On March 21, 2000, the Company entered into a purchase agreement with Allegheny Communications Connect, Inc. (“Allegheny”) to acquire 
Allegheny’s 50% interest in the jointly owned network in State College, Pennsylvania, and to make certain changes to the fiber leae agreement with 
Allegheny for this network. The consideration to be paid to Allegheny under the purchase agreement is 330,000 shares of the Company’s Class A 
common stock. The consummation of this transaction is subject to certain regulatory approvals and customary closing conditions. 

Results of Operations 

Change of Year End. On March 30, 1999, the Board of Directors of Adelphia Business Solutions approved a change in the Company’s fiscal year 
from March 31 to December 31. The decision was made to conform to general industry practice and for administrative purposes. The change 
became effective for the nine months ended December 31, 1998. 

Twelve months ended December 31, 1999 in comparison with twelve months ended December 31. 1998 

Revenues increased 290% to $154.6 million for the twelve months ended December 31, 1999, from $39.6 million in the prior twelve-month period. 

Amounts 
The increase is attributable to the following: (in thousands) 

Growth in Original Markets $75,978 
Acquisition of local partner interests 27,955 
New Markets 9,798 
Management fees 1,247 
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The primary sources of revenues_ reflected as a percentage of total revenue were as follows: 

Twelve Months 
Ended 

December 3 1, 
I998 1999 

Local Service 53.0% 69.1% 
Dedicated Access 37.5% 21.1% 
Management Fees 9.3% 3.2% 
Enhanced Services _-. 3.1% 
Long Distance 0.1% 1.1% 
Other 0.1% 2.3% 

Network operations expense increased 175% to $58.5 million for the twelve months ended December 31, 1999, from $21.3 million in the prior 
twelve-month period. 

Amounts 
The increase is attributable to the following: (in thousands) 

Growth in Original Markets $17,270 
Acquisition of local partner interests 8,381 
New Markets 10,888 
Network Control Center 701 

The increased number and size of the opnations of the networks resulted in increased employee related costs, equipment maintenance costs and 
expansion cnsts. 

Selling, general and administrative expense increased 251% to $142.6 million for the twelve months ended December 3 I, 1999, from $40.6 million 
in the prior twelve-month period. 

Anlounts 
The increase is attributable to the following: (in thousands) 

Growth in Original Markets $28,406 
Acquisition of local partner interests 12,242 
New Markets 42,609 
Sales and marketing activities 6,865 
Corporate overhead charges 11,830 

Depreciation and amortization expense increased 110% to 665.2 million during the twelve months ended December 31, 1999, from $31.1 million in 
the prior twelve-month period primarily as a result of increased depreciation resulting from the higher depreciable asset base at the NOCC and the 
networks, amortization of deferred financing costs and the acquisition of local partner interests. 

Interest income increased to $19.9 million from $15.6 million in the prior twelve-month period as a result of the payment of interest due to the 
Company from Telergy as discussed previously, offset by decreases in interest income resulting from lower amounts of cash and cash equivalents 
and U.S. Government securities. 

interest income - affiliate remained relatively unchanged at $8.5 million compared to $8.4 million in the prior twelve-month period. 

Interest expense increased 43% to $74.3 million for the twelve months ended December 31, 1999, from $52.0 million in the prior twelve-month 
period as a result of the issuance of the 12% Senior Subordinated Notes due 
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2007 discussed previously, partially offset by an increase in the amount of interest capitalized on projects under construction in 1999 

Equity in net loss ofjoint ventures decreased by 41% to $7.8 million for the twelve months ended December 31, 1999, from $13.3 million in the prior 
twelve- month period as a result of the consolidation of several joint ventures resulting from the purchase of the local partners’ interests, and the 
maturing of the remaining joint venture networks. The decreased net losses of the joint ventures were primarily the result of increased revenues only 
partially offsetting startup and other costs and expenses associated with design, construction; operation and managcmcnt of the networks. 

The number of non-consolidated joint venture networks paying management fees to the Company decreased from eight at December 31, 1998 to four 
at December 31, 1999. These networks paid management and monitoring fees to the Company, which arc included in revenues, aggregating 
approximately $4.9 million for the twelve months ended December 3 1, 1999, an increase of approximately $1.2 million over the prior twelve-month 
period. The non-consolidated networks net losses, including networks under construction, for the twelve months ended December 31, 1998 and 
1999 aggregated approximately $28.4 million and $15.2 million respectively. 

Preferred stock dividends increased 14% to $31.6 million during the twelve months ended December 31, 1999 from $27.7 million during the prior 
twelve-month period. The increase was due to a higher outstanding preferred stock base resulting from the payment of dividends in additional shares 
of preferred stock. 

Nine months Ended December 31, 1998 in Comparison with Nine months Ended December 3 1,1997 

Revenues increased 300% to $34.8 million for the nine months ended December 31, 1998, from $8.7 million for the same period in the prior iiscal 
year. Growth in revenues of $26. I million resulted from an increase in revenues from majority and wholly-owned networks of approximately $27.2 
million as compared to the same period in the prior fiscal year due to the continued expansion of the Company’s customer base, its success in the roll 
out of switched services and the consolidation of the Buffalo, Syracuse, New Jersey, Louisville, Lmington and Harrisburg networks. Management 
fees from non-consolidated subsidiaries decreased $1.1 million as compared to the same period in the prior fiscal year primarily due to the 
consolidation of the above mentioned networks. 

Network operations expense increased 255% to $18.7 million for the nine months ended December 31, 1998 from $5.3 million for the same period in 
the prior fiscal year. The increase was attributable to the expansion of operations at the NOCC, and the increased number and size of the operations 
of the networks which resulted in increased employee related costs and equipment maintenance costs and the consolidation of the Buffalo, Syracuse, 
New Jersey, Louisville, Lexington and Harrisburg networks. 

Selling, general and administrative expense increased 288% to $35.3 million for the nine months ended December 3 1, 1998 fmm $9.1 million for the 
same period in the prior fiscal year. The increase was due primarily to increased expense associated with the network expansion plan, an increase in 
the sales force in the Original Markets and an increase in corporate overhead costs to accommodate the growth in the number, size and operations of 
the networks managed and monitored by the Company. as well as the consolidation ofthc Buffalo, Syracuse, New Jersey, Louisville, Lexington and 
Harrisburg networks. 

Depreciation and amortization expense increased 280% to $26.7 million during the nine months ended December 31, 1998 from $7. I million for the 
same period in the prior fiscal year primarily a a result of increased amortization of deferred financing costs and increased depreciation resulting 
from the higher depreciable asset base at the NOCC and the majority end wholly owned networks and the consolidation of the Buffalo, Syracuse, 
New Jersey, Louisville, Lexington and Harrisburg networks. 

Interest income for the nine months ended December 31, 1998 increased 33% to $10.2 million from $7.7 million for the same period in the prior 
fiscal year as a result of increased cash and cash equivalents and U.S. 
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Government securities due to the investment of the proceeds of the I2 114% Senior Secured Notes, the 12 718% Senior Exchangeable Redeemable 
Preferred Stock and the Company’s initial public offering of Class A common stock, partially offset by demand advances made to Adelphia. 

Interest income - aftiliate for the nine months ended December 31, 1998 increased to $8.4 million from $0.3 million as a result of demand advances 
made to Adelphia during the current period. 

Interest expense increased 8% to $38.6 million during the nine months ended December 3 I. 1998 from $35.9 million for the same period in the prior 
fiscal year. The increase was attributable to the interest on the I2 114% Senior Secured Notes partially offset by the reduction of interest expense 
associated with the reduced amounts payable to Adelphia and higher interest capitalized on networks under construction. 

Equity in net loss ofjoint ventures increased to $9.6 million during the nine months ended December 31, 1998 from $9.3 million for the same period 
in the prior fiscal year. The net losses of the nonconsolidated networks for the nine months ended December 31, 1998 were primarily the result of 
increased revenues only partially offsetting startup and other costs and expenses associated with design, construction; operation and management of 
the networks, and the effect ofthe typical lag time between the incurrence of such costs and expenses and the subsequent generation of revenues by a 
network. The increase was partially offset by the consolidation of the Buffalo, Syracuse, New Jersey, Louisville, Lexington and Harrisburg networks 
for the current period. 

The number of non-consolidated networks paying management fees to the Company was eight at December 31, 1998. These networks and networks 
under construction paid management and monitoring fees to the Company, which are included in revenues, aggregating approximately $2.1 million 
for the nine months ended December 31, 1998, as compared with $3.8 million for the same period in the prior fiscal year. The non-consolidated 
networks’ net losses, including networks under construction, for the nine months ended December 31, 1997 and 1998 aggregated approximately 
$13.7 million and $22.3 million respectively. 

Preferred stock dividends increased by 264% to $21.1 million for the nine months ended December 31; 1998 from $5.8 million for the same period in 
the prior fiscal year. The increase is due to the preferred stock which was issued in October 1997. 

Supplementay Network Financial Analysis 

The Company believes that historically, working with Local Partners to develop markets has enabled the Company to build larger networks in a rapid 
and more cost effective manner than it could have on its own. The Company currently has joint ventures covering four networks with Local Partners 
where the Company owns 50% of each joint venture. As a result of the Company’s historic ownership position in these and other joint ventures, a 
substantial portion of the networks’ historic results have been reported by the Company on the equity method of accounting for investments which 
only reflects the Company’s pro rata share of net income or loss of the networks. Because of the recently completed partner roll-ups, management of 
the Company believes this historical presentation of the assets, liabilities and results of operations of the Company does not represent a complete 
measure of the financial position, growth or operations of the Company. 

In order to provide an additional measure of the financial positio& growth and performance of the Company and its network% management of the 
Company analyzes financial information of the consolidated networks and the non- consolidated joint venture networks on a combined basis. This 
combined financial presentation in the table below reflects Adelphia Business Solutions’ consolidated financial position and results of operations 
adjusted for the inclusion of certain networks (Richmond, Jacksonville and Wichita) which were purchased in March 1999 (the “Adjusted Operating 
Results”) combined with the non-consolidated joint ventures’ results of operations. All combined results of operations in the table below are 
presented as if Adelphia Business Solutions consolidated all networks which were involved in the partnership roll-ups during the entire period 
presented. This financial information, however, is not indicative ofthe Company’s overall historical financial position or results of operations. 
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(X2%4, 17.3% 

164,617 

(38,400) 

(19.4%) 

I67.156 
33,298 

33,858 
50.4% 

58,271 

pJl3J 

(36.4%) 

EBITDA (a) w !%!?a (5730/o) 

(a) EBITDA and similar measurements of cash flow are commonly used in the telecommunications industry to analyze and compare 
telecommunications companies on the basis of operating performance, leverage, and liquidity. While EBITDA is not an alternative to 
operating income as an indicator of operating performance or an alternative to cash flows from operating activities as a measure of liquidity, 
all as defined by generally accepted accounting principles, and while EBITDA may not be comparable to other similarly titled measures of 
other companies, the Company’s management believes EBITDA is a meaningful measure of performance. (b) Not meaningful 
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Liquidity and Capital Resources 

The development of the Company’s business and the installation and expansion of the networks, as well as the development of the markets, combined 
with the construction and expansion of the Com~anv’s NOCC. have resulted in substantial capital expenditures and investments during, the past 
several years. Capital expenditures by the Cornpay &re $146.8 million and $453.2 million forthe nine months ended December 31, 19% andthe 
twelve months ended December 31, 1999, respectively. Further, investments made by the Company in nonconsolidated networks and in LMDS 
licenses were $69.0 million and $24.5 million for the nine months ended December 31, 1998 and the year ended December 31, 1999, respectively. 
The significant increase in capital expenditures for the year ended December 31, 1999 is largely attributable to capital expenditures necessary to 
develop the Original Markets and the New Markets, as well as the fiber purchases to interconnect the networks. The Company expects that it will 
continue to incur substantial capital expenditures in this development effort. The Company also expects to continue to fund operating losses as the 
Company develops and grows its business. For information regarding recent transactions affecting the Company’s liquidity and capital T~SOUIC~S, see 
“Financing Transactions” and “Acquisitions of Partners Interests” above. 

The Company has experienced negative operating and investing cash flow since its inception. A combination of operating losses, substantial capital 
investments required to build the Company’s networks and its state-of-the-art NOCC, and incremental investments in the joint ventures has resulted 
in substantial negative cash flow. 

Expansion of the Company’s Original Markets and services and the development of New Markets and additional networks and services requires 
significant capital expenditures. The Company’s operations have required and will continue to require substantial capital investment for (i) the 
installation of electronics for switched services in the Company’s networks, [ii) the expansion and improvement of the Company’s NOCC and 
Original Markets, (iii) the design, construction and development of New Markets and (iv) the acquisition of additional ownership interests in the 
Original Markets. The Company has made substantial capital investments and investments in joint ventures in connection with the installation of 
5ESS switches or remote switching modules in all of its Original Markets and plans to install regional super switches in certain key New Markets 
when such New Markets are operational. To date, the Company has installed switches in all of its Original Markets and plans to provide such 
services in all of its New Markets on a standard switching platform based on Lucent 5 switch technology. In addition, the Company intends to 
increase spending on marketing and sales significantly in the foreseeable future in connection with the expansion of its sales force and marketing 
efforts generally. The Company also plans to purchase its partners interest in the joint ventures when it can do so at attractive economic terms. The 
Company estimates that, in addition to the cash and cash equivalents on hand, demand loans to Adelphia and the U.S. government securities pledged 
as of December 31, 1999, a total of approximately $500 million will be required to fund the Company’s capital expenditures, working capital 
requirements, operating losses and pro rata investments in the joint ventures from January 1,200O through the quarter ending December 31,200O. 

ln addition, there can be no assurance (i) that the Company’s future cash requirements will not vary significantly from those presently planned due to 
a variety of factors including acquisition of additional networks, continued acquisition of increased ownership in its networks; material variances 
from expected capital expenditure requirements for Original Markets and New Markets and development of the LMDS spectrum, or (ii) that 
anticipated financings, Local Partner investments and other sources of capital will become available to the Company on economically attractive tams 
or at all. In addition, it is possible that expansion of the Company’s nehvorks may include the geographic expansion of the Company’s existing 
clusters and the development or acquisition of other new markets not currently planned. 

The Company will need substantial additional funds to fully fund its business plan. The Company expects to fund its capital requirements through 
existing resources, credit facilities and vendor financings at the Company and joint venture levels, internally generated funds, equity invested by 
Local Partners in joint ventures and additional debt or equity financings, as appropriate, and expects to fund any potential additional purchase of 
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partnership interests of Local Patners through existing resources, internally generated funds and additional debt or equity tinancingsz as appropriate. 
There can be no assurances, however, that the Company will be successful in generating sufficient cash flow or in raising sufficient debt or equity 
capital on terms that it will consider acceptable, or at all. 

Recent Accounting Pronouncements 

Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities,” establishes 
accounting and reporting standards for derivative instmmentS and for hedging activities. It requires that an entity recognize all derivatives as either 
assets or liabilities in the statement of financial position and measure those instruments at fair value. Management of the Company has not 
completed its evaluation of the impact of the impact of SFAS No. 133 on the Company’s financial statements. In July 1999, SFAS No. 137 was 
issued to delay the effective date of SFAS No. 133 to fiscal quarters of fiscal years beginning after June 15,ZOOO. 

Impact of Inflation 

The Company does not believe that inflation has had a significant impact on the Company’s consolidated operations or on the operations of the joint 
ventures in the year ended March 31, 1998, the nine months ended December 31,1998 and the year ended December 31,1999. 
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE ABOUT MARKET RISK 

The Company uses fixed rate debt to fund its working capital requirements, capital expenditures and acquisitions. These debt arrangements expose 
the Company to market risk related to changes in interest rates. The table below summarizes the fair values and contract terms of the Company’s 
financial instunents subject to interest rate risk as of December 31, 1999. 

Expected Maturity 

glJ gmJ 2002 2003 E Thereafter +lJ Fair 

Debt: ._. . . . 303,840 250,000 560,848 1,114,688 1,120,837 
Fixed Rate 
*wage merest Rate 12.53% 12.53% 12.53% 12.42% 12.61% 12.61% 

34 



ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

The consolidated financial statements and related notes thereto and independent auditors’ report follow 
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INDEPENDENT AUDITORS’ REPORT 

Adelphia Business Solutions, Inc.: 

We have audited the accompanying consolidated balance sheets of Adelphia Business Solutions, Inc. and subsidiaries as of December 31, 1998 and 
1999, and the related consolidated statements of operations, of common stock and other stockholders’ equity (deficiency) and of cash flows for the 
year ended March 31, 1998, the nine months ended December 31, 1998 and the year ended December 31, 1999. Our audits also included the 
financial statement schedule listed in the Index at Item 14. These financial statements and the financial statement schedule are the responsibility of 
the Company’s management. Our responsibility is to express an opinion on these financial statements and financial statement schedule based on OUT 
audits. 

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that we plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provjde a 
reasonable basis for our opinion. 

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Adelphia Business Solutions, 
Inc. and subsidiaries at December 31, 1998 and 1999, and the results of their operations and their cash flows for the year ended March 31; 1998, the 
nine months ended December 31, 1998 and the year ended December 31, 1999 in conformity with generally accepted accounting principles. Also, in 
our opinion such fmancial statement schedule, when considered in relation to the basic consolidated financial statements taken as a whole, presents 
fairly in all material respects the information set forth therein. 

DELOITTE & TOUCHE LLP 

Pittsburgh, Pennsylvania 
March 1,200O 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 

(Dollars in thousands except per share amounts) 

Current liabilities: 
Accountspayable.. ...................................................................................... ..................................................... 
Accrued interet an* other kdili,kS.. .................................................... ~~~~~ ..................................................... 

Totdcunentliabilities ...................... ............. .............................. ........ .................................................. 

13%Se”iarDiseountNatesdue2003.. ............................................................... .................................................. 
12 1,4%Se”iorSec”redNotes d”exlcl4.. ............................... ................... ~~~~~~ ..................................................... 
12%SeniarSubordinatedNotes duemw.. ..................................................... ~~~~ ............................................... 
otherdebt.. .......................................................................................................... ................................................ 

TOtal liabilities.. ........................................................................................................................................................ 

12 7/8% SeniorExchangeableRedeemable Preferred Stock..~~...~.~~~~~.~~~~~~~~~~..~~~~~~~ .................................................. 

Cmnmittnents and contingencies (Note 7) 

Common Stock and other stockholden’ equity (deficiency): 
Class A cDmmO” Stock, $0.01 par “al!% soo,aoo,ocm shares authorized, 
22,376,071 and 34,066,587 shares outstanding, EEpectiYely.. ........... ... ... ........................................................ 
class B EOrnnlO” stock, so.01 par “alue, 400,000,000 shares autharizeed, 
32,314,761 and 35.371.458 shares ouumding, re~pectively...~..~~.~...~~~..~~~~.~..~~ ....................................................... 
**ditimal paid in capita,. ......................................................................................................................................... 
ClassBcQmmonstockwmanu.. .................................................................... ....................................................... 
““earned stock compensation.. .................................................................... ....................................................... 
Accumulated deficit.. ............................................................................. .~.~~~~~.~ ....................................................... 

Total eomm~n ~fwk and other stockholders’ equity (deficiency)~~~~~.~..~~.~ ......... .,~. ................................................. 

TOta, ............................................................ .. .. ........................... ............... ... ..................................................... 

See notes to consolidated financial statements. 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 

(Amounts in thousands except per share amounts) 

operating expenser: 
NetwoTl! operations~~. ... ................................................................. ........................................................... 
Selling, general and administrative.. ......... ..... .. .................................................... .............................. 
Depreciationandamoruzatio”. ....... .......................................................................... ~~~.~~.,~. .................... 

TOEd ..................................................................................................................... ... ............................... 

operating IOSE.. ....... ...................................................................................... ... ... ...... ................... 

Other income (expense): 
interest inCOme.. ...................................................................................................... .................................. 
Interest income atmate.. ....................................................................... .... .... ......... .................... 
lnterestenpense.. .......... .......................................................................................... ................. ..... .... 
Other incomes.. ........................................................................................................ ........ .................... 

Loss before income taxes, equity in net loss ofjoint ventures and 
extrao*di”ary pain.. ....... ...................................................................................... ~., ............................... 
Income fax expeme.. ................................................................................... .......... ................................. 

Loss before equity in net 1055 ofjoint ventures and extraordinary gain.. .............................................. 
Equity in net 10~~ ofjointventures.. ........................................................................................................ 

Loss beforeextraordinary gain.. ................................................................................................................. 
Extrmrdinaly gain w repurcllaae ofdebt.. ................................................................................................ 

Net loss.. ...................................................................................................................... ~~~~.~~~~..~.~..~..~..~..~..~. 
Dividend requiremenu applicable to preferred stock.. .............................................................................. 

Net loss applicable to common stockholders.. ...................................... ............ ...... ............................... 

Basic and diluted net 1055 per weighted average share of common stock 
before extraordinary gain.. ................................................................................. .... ................................. 
Basic and diluted exmordinary gain on repurchase of debt per weighted 
average share of common stock.. ..................................................................... ...... ......... .................... 

Bask and diluted net loss per weighted average share of common Stock.. ............... ................................. 

Weighted average shares of common stock outaranding ........................................................................... 

$(1.81) 

m 

$0 

53,035 

See notes to consolidated f~ancial statements. 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMMON STOCK AND OTHER STOCKHOLDERS, EQUITY 

(DEFICIENCY) 
(Dollars in thousands except per share amounts) 

Class B 
CWlNllO” 
w 

6325 

.- 

. . . 

. . - 

325 

. . . 

8 

(10) 

-. 

-. 
-. 

-. 
Lz 

323 

. . . 

52 

3 

(W 

. . . 

- 

m 

Bakmcc, March 31, 1997 
lSS”anCe ofClass A 

common stock vmrrmt 
Dividend requirements 

applicable to preferred 
stock.. 

0th 
Issuance OfCkw A 

comnmn EtoCk bonus ~. 
Net ~..~ 

Balance, March 31, 1998 ~..~. 
Pcoceeds from issua”ce of 

Class A common stock 
Proceeds from ismance of 

Class A common EfOCk 
to Adelphia 

Exercise of Class A 
Eonunml stc& warrant.. 

Conversion ofnote and 
payables to *delphia 

to Class A common 
stock .,..,...,.,.,,.,...,..,....,.....,... 

Exercise of Class B 
Common stock WKmnts 

Conversion of ClaEs B 
C‘xnrnO” stock to 
Class A common stock 

Repaymentoflom 
to stockholders 

Dividend req”irements 
applicable to 
preferred stock. 

other.. 
1ss”a”ce OfClasS A 

MrnrnO” stock bonw 
Net 

compensadon .,...........,.......,... 
Dividend requirements 

applicable to 
preferred stock 

Other 
Net 

Balance December 31, ,999 

Balance, March 31, 1997 
Issuance OfClass A 

MrnrnOll stock warrant.. 
Dividend requirements 

applicable to preferred 
stock... .~. 

other ~..~.., 
Issllance ofClass A 

common rroc!s tlonur 
u 

Balance, Much 31, ,998 

..~ 

,... 
,... 

44,222 

6,596 

. . . 

. . . 

. . . 

6,396 

(31,618) 
(556) 
. . . - 

* 

““earned Stock 
Compensation 

$..- 

. . . - 

_- 
.- 

= 

13,oco 

_.. 

- 

. . . 

. . . 

. . . 

. . . - 

. . . 

. . . 

-. 



Balance December 31, 1998 
Proceeds fronl issuance of 

Class A EwmnD” stock 
Proceeds from issuance of 

Class B eOmmO” stocli 
Exercise ofclass B 

EOrnrnD” Stock warrant5 
Conversion ofclass B 

common stock to 
aasr A Common stock 

Unearned stock 

... ... 

... ... 

.- 

.- 

.- 

3,wo .- 

_.. 
_.. 

. . . 

. . . - - 

.- 

. . . 

. 

-. 

-_ (5.713) 

-. 
-. . . . 
= . . . - 

._. L9O.!m 

-. 

49,860 

. . . 

. . 

44,258 

. . . 3.000 

- 

(165.466) 

3(383,247) 

.- 

685 

(31,618) 
(555) 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Dollars in thousands) 

Cash kws from operating activities: 
Net loss.. .......................... ~,.~ ......................................................................................................................... 
Adjustments to reconcile net loss m net cash (used inj provided by operating 
aCtl”ltleS: 
Deprcciation~~~~ ................................................... ................. ,,.,, ...................................................... 
Anmrtization..~.~~ ........................................................................................................................................... 
Equity in net loss ofjoint ventures.~..~ ............... ....... .. .... .. .................................................................... 
Non-cash interest expense.. .......................... ........................... .................................................................... 
Noncash stock compe”sado”. ................................................... ............................................................. ..... 
Entraordin*ry gain on rep”cchaEe of debt .,., ............................ .................................................................... 
Changes in operating assets and liabilities. net ofeffects of 
ayui~itionr: 

Gttxrassets-net.. ....................................................................................................................... 
AccounUpayable.. ....................................................................................................................... 
Accrued i”tereS,and Other,iabi,ities.~~~~~~~~~~~~~.~ .......................................................................... 

Net cash (wed in) provided by operating activities ............................... .,., ~,,~.,~.,~. ........................................ 

Cash flows from investing activities: 
Net Cash used for acquisitions ............ .................................... ....................... ............................................. 
Expenditures for p~7eny, plant and equipment.. ................................ .... .. .. .. .......................................... 
Repayme”, of K”icv wcured note.. ...................................................... ....... ................................................ 
lnvestmentrin jointventures.. ...................................................................................................................... 
I”“estments in U.S. go”emme”f SeCuritieE - pledged...~~~..~..~.~~~~~ ................................................................. 
Sale 0fU.S. gownment securities - pledged..~..~.~~.~.~ .................................................................................. 

Net cash USed in inwting actiYitieS.. ...... ...................................... ~,,~ ......................................................... 

CaEh now from financing aCti”itieS: 
Proceed~from issn~nceafpreferredstock.. ............................................... .................................................. 
Proceeds from issuance of Class A mmnon stock.. ..................................................................................... 
Proceeds fmn iks”.mce of ChSE B cmnmon stock.. ..................................................................................... 
Proceeds from de and leaseback of equipment ..... ..... ............................................................................... 
Proceeds fromdebt.. ...................................................................... ............................................................... 
Repayments Ofd&.~ .................................................................................................................................... 
Cont~ associated with debt financing.. ..... .................................... ............................................................. 
Cosu associated with issuance of common stodL.. .. ~,~. ............................................................................. 
RepaymenL Of bl”S from stockholders.. ....................................................................................................... 
Advancer to mihteL.. ............................................................................................................................... 

Net cash provided by financing acfivifies.. .......................... ...... .... ..................................................... 

Increm (decrease) in cash and cash equivalenu.. ............ .. .. ...................................................... 
Cash and cash equivalents, beginning of period.. ........... ............................................................................. 

Cash and cash equivalents, end cd period ............................... ..... ..... .. .. ..... .. ........................................ 

9,038 
2,439 

12,967 
34,038 

27 

(5,302) 
6,023 
3-5J 

X74,185) 

23,838 
2,833 
9,580 

23,857 
761 

(237) 

(146,752) 

(69,018) 

255,462 
. . . 
-. 
-. 

$242,570 

59,430 
5,814 
7,758 

33,076 
685 

See notes to consolidated financial statements 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Dollars in thousands except per share amounts) 

(I) The Company and Summary of Significant Accounting Policies 

Organization and Business 

The consolidated financial statements include the accounts of Adelphia Business Solutions, Inc. and its more than 50% owned subsidiaries 
(“Adelphia Business Solutions” or the “Company”). All significant intercompany accounts and transactions have been eliminated in consolidation. 
The Company was formed in 1991 and is a majority owned subsidiary of Adelphia Communications Corporation (“Adelphia”). On October 25, 
1999, the stockholders of the Company elected to change the name of the Company from Hyperion Telecommunications, Inc. to Adelphia Business 
Solutions, Inc. With this decision, management believes the strengths of Adelphia and the Company are further aligned to develop a single brand in 
the communications marketplace. 

On March 30, 1999, Adelphia Business Solutions elected to change its fiscal year from March 31 to December 31. The decision was made to 
conform to general industry practice and for administrative purposes. The change became effective for the nine months ended December 31, 1998. 

On May 8, 1998, the Company issued and sold 12,500,000 shares of Class A common stock at a price to the public of $16.00 per share (the “IPO”). 
Simultaneously with the closing of the IPO, the Company issued and sold an additional 3,324,OOl shares of Class A common stock to Adelphia at a 
purchase price of $15.00 per share (or an aggregate of approximately $49,900). In addition, at such closing, the Company issued 3642,666 shares of 
Class A common stock to Adelphia in exchange for certain of the Company’s indebtedness and payables with a carrying value oC$44,258 owed to 
Adelphia at a purchase price of $15.00 per share (or an aggregate of $54,600). In a related transaction, on June 5, 1998, the Company issued and sold 
350,000 shares of Class A common stock at the $16.00 IPO price pursuant to the underwriters’ over-allotment option in the IPO. 

On November 30, 1999, the Company issued and sold X,750.000 shares of Class A common stock at a price to the public of $30.00 per share. 
Simultaneously with the closing of this transaction, the Company issued and sold 5,181,350 shares of Class B common stock to Adelphia at a 
purchase price of $28.95 per share. 

At December 31, 1999, Adelphia owned approximately 60% of Adelphia Business Solutions’ outstanding common stock and held approximately 
90% of the total voting rights. 

The Company is a leading national provider of facilities-based integrated communications services to customers that include businesses, 
governmental and educational end users and other communications services providers throughout the United States. The Company currently offers a 
full range of communications services in 53 markets and expects by the end of the year 2000 to be offering services in approximately I15 markets 
nationwide, including substantially all of the top 40 metropolitan statistical areas in the United States. To serve its customers broad and expanding 
communications needs, the Company has assembled a diverse collection of high-bandwidth, local and national network assets. The Company intends 
to integrate these assets with advanced communications technologies and services in order to provide comprehensive end-to-end communications 
services over our own national network. The Company provides customers with communications services such as local switch dial tone (also known 
as local phone service), long distance service, high-speed data transmission and Internet connectivity The Company offers its customers a choice of 
receiving these services separately or as a bundled packages which are typically priced at a discount when compared to the price of the separate 
services. 

To develop the original markets and the new markets, as well as the fiber purchases to interconnect the networks, the Company expects that it will 
continue to incur substantial capital expenditures. A total of approximately $500,000 will be required fund the Company’s capital expenditures, 
working capital requirements, operating Iosscs and pro rata investments in the joint ventures from January I, 2000 through December 3 1, 2000. The 
Company will need substantial additional funds to fully fund its business plan. The Company expects to fund its capital requirements through 
existing resources, credit facilities and vendor tinancings at the Company and joint venture levels, internally generated funds, equity invested by local 
partners in joint ventures and additional debt or equity finaxings, as appropriate, and expects to fund any potential additional purchase of partnership 
interest of local partners through existing resources; internally generated funds and additional debt or equity iinancings, as 

41 



ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Dollars in thousands except per share amounts) 

appropriate. There can be no assurances, however, that the Company will be successful in generating sufficient cash flow or in raising sufficient debt 
or equity capital on terms that it will consider acceptable, or at all. 

Joint ventures in which the Company does not have a majority interest ax accounted for under the equity method of accounting. 

Acquisitions of Partner Interests 

On September 12, 1997, the Company consummated an agreement with Time Warner Entertainment - AdvanwNewhouse (“TWEAN”) to exchange 
interests in four New York CLEC networks. As a result of the transaction, the Company paid TWEAN $7,638 and increased its ownership in the 
networks serving Buffalo and Syracuse, New York to 60% and lOO%, respectively, and eliminated its interest in the Albany and Binghamton 
networks, which became wholly owned by TWEAN. 

On February 12, 1998, the Company purchased additional partnership interests in Louisville Lightwave (Louisville and Lexington), NHT Partnership 
(Buffalo); New Jersey Fiber Technologies and Hyperion of Harrisburg. As a resuls the Company’s ownership in these networks increased to 100%. 
The aggregate purchase price was comprised of approximately $45,000 in cash and a warrant for 73 1,624 shares of the Company’s Class A common 
stock. (See Note 6.) In addition, Hyperion paid certain amounts related to fiber lease finaxings upon consummation of the purchase of the additional 
partnership interests. 

During March 1999, Adelphia Business Solutions consummated purchase agreements with subsidiaries of Multimedia, Inc. and MediaOne of 
Colorado Inc. to acquire their respective interests in jointly owned networks located in the Wichita, KS, Jacksonville, FL and Richmond_ VA markets 
for an aggregate of approximately $89,750. The agreements increased the Company’s ownership interest in each of these networks to 100%. 

During June 1999, the Company consummated a purchase agreement with Entergy Corporation (“Enfergy”), the parent of its local partner in the 
Baton Rouge, LA, Little Rock, AR, and Jackson, MS markets, whereby Entergy received approximately $36,518 for its ownership interests in these 
markets. The agreements increased the Company’s ownership interest in each ofthese networks to 100%. 

All of the acquisitions described above were accounted for using the purchase method. Accordingly, the financial results of each acquisition have 
been included in the Company’s consolidated financial statements from the date acquired. 

The following unaudited tinancial information of the Company assumes that each ofthe transactions described above had occurred on April I, 1997. 

YeaI Ended Nine Months Ended Year E”dd 
m Decemkr31, December 31, 

g!J 1998 m 

Revenues ~,.~ ,,.....,.,, ,,....,..,..,..,..,..,..,....,,.,...,............................,,..,..,.,.,................................. 
Net loss ...,..., ,..,........,..,........,..,.,,.,...,..,..,.,...............,.... 
Net km applicable to common StOckholderS... ~. 
Ba*ic and diluted net toss per weighed average share ofcommo” Stock. 
Cash and cash equivalents 

Cash and cash equivalents consist of highly liquid instruments with an initial maturity date of three months or less. 
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ADELPHIA BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Dollars in thousands except per share amounts) 

U.S. Government Securities-Pledged 

U.S. Government Securities - Pledged consist of highly liquid investments which will be used to pay the first six semi-annual interest payments of 
the 12 114% Senior Secured Notes. Such investments are classiiied as held-to- maturity and the carrying value approximates market value. 

Accounts Receivable 

An allowance for doubtful accounts of $1,128 and $9,640 is recorded as a reduction of accounts receivable at December 31, 1998 and 1999, 
respectively. 

Property, Plant and Equipment 

Property, plant and equipment is stated at cost less accumulated depreciation. Costs capitalized include amounts directly associated with network 
engineering. design and construction. 

Provision for depreciation of property, plant and equipment is computed using the straight-line method over the estimated useful lives of the assets 
beginning in the month the asset is available for use or is acquired. 

The estimated useful lives of the Company’s principal classes of property, plant and equipment are as follows: 

Telecommunications networks ._....__....._....__................................................... IO-20 years 
Network monitoring and switching equipment .._................. s-10 years 
Fiber optic use rights. .._......__...._..................................................................... 15years 
Other 3-10 years 

Revenue Recognition 

The Company recognizes revenue from communications services in the month the related service is provided. Revenues on billings to customers for 
services in advance of providing such services are deferred and recognized when earned. The Company recognizes revenues related to management 
and network monitoring of the joint ventures in the month that the related services are provided. Reciprocal compensation revenue is an element of 
switched service revenue, which represents compensation from Local Exchange Carriers (“LECs”) for local exchange traffic originated by other 
LECs terminated on the Company’s facilities. Adelphia Business Solutions recognizes revenue based upon established contracts with the LECs and 
has established a reserve for a portion of those revenues that are under dispute. 

During the year ended March 31, 1998, Adelphia Business Solutions’ sales to AT&T and MCI WorldCorn represented 18.3% and 14.5% of total 
revenues, respectively. During the nine months ended December 31, 1998, Adelphia Business Solutions’ sales to AT&T and Bell Atlantic 
represented 11.4% and 10.1% of total revenues, respectively. During the year ended December 31, 1999, Adelphia Business Solutions’ sales to 
AT&T and Bell Atlantic represented 8.8% and 14.7% of total revenues, respectively. 

Basic and Diluted Net Loss per Weighted Average Share of Common Stock 

Basic net loss per weighted average share of common stock is computed based upon the weighted average number of common shares and warrants 
outstanding during the period. Diluted net loss per common share is equal to basic net loss per common share because the Adelphia Warrant 
discussed in Note 6 had an antidilutive effect for the periods presented; however, the Adelphia Warrant could have a dilutive effect on earnings per 
share in future periods. A warrant to purchase 731,624 shares of Class A common stock and Class B common stock warrants to purchase shares of 
Class B common stock have been included as shares outstanding for purposes of the calculation of both basic and diluted net loss pa share for, the 
year ended March 31,1998, thenine months ended December 31,199s and the year ended December31,1999. 
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ADELPHLi BUSINESS SOLUTIONS, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

(Dollars in thousands except per share amounts) 

Other Assetr - net 

Deferred debt financing costs, included in other assets, are amortized over the term of the related debt. The unamortized amounts of deferred debt 
financing costs at December 31, 1998 and 1999 were $14,606 and $17,434, respectively. Included in other assets at December 31, 1998 is a Senior 
Secured Note (See Note 3). Included in other assets at December 31, 1999 is $44,605 relating to 195 31.Ghz licenses, which cover approximately 
309/o of the nation’s population. These licenses are a spectrum for a fixed wireless technology known as local multipoint distribution service 
(“LMDS”). 

Asset Impairments 

Adelphia Business Solutions periodically reviews the carrying value of its long-lived asset3 for impairment whenever events or changes ti 
circumstances indicate that the carrying value of these assets may not be recoverable. Measurement of any impairment would include a comparison 
of estimated future operating cash flows anticipated to be generated during the remaining life of the assetS with their net carrying value. An 
impairment loss would be recognized as the amount by which the carrying value of the assets exceeds their fair value. 

Financial Instruments 

Financial instruments which potentially subject the Company to concentration of credit risk consist principally of accounts receivable. Concentration 
of credit risk with respect to accounts receivable is limited due to the dispersion of the Company’s customer base among different customers and 
geographic areas. 

The Company’s financial instmments include cash and cash equivalents, notes payable and redeemable preferred stock. The fair value of the notes 
payable exceeded carrying value by approximately $12,016 and $52,058 at December 31; 1998 and 1999, respectively. The carrying value of the 
redeemable preferred stock exceeded the fair value by approximately $23,938 at December 3 1; 1998 and was equal to the fair value at December 31, 
1999. The fair values of the financial instruments were based upon quoted market prices. 

Non-cash Financing and Investing Activities 

Capital leases entered into during the year ended March 31, 1998, the nine months ended December 3 I. 1998 and the year ended December 31,1999 
totaled $24,500, $I ,155 and $5,772, respectively (See Note 5). Dividend requirements applicable to preferred stock were satisfied by the issuance of 
an additional 6,860, 20,624 and 30,733 shares of such preferred stock during the year ended March 31, 1998, the nine months ended December 31, 
1998 and the year ended December 31, 1999, respectively (See Note 5). During the nine months ended December 31, 1998, Adelphia Business 
Solutions converted the Note Payable - Adelphia and certain accounts payable into Class A common stock (See Note I). 

Use of Estimates in the Preparation of Financial Statements 

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial 
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates. 

Recent Accounting Pronouncements 

Statement of Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and Hedging Activities,” establishes 
accounting and reporting standards for derivative instruments and for hedging activities. It requires that an entity recognize all derivatives as either 
assets or liabilities in the statement of fmancial position and measure those instruments at fair value. Management of the Company has not completed 
its evaluation 
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of the impact of WAS No. 133 on the Company’s financial statements. In July 1999, SFAS No. 137 was issued to delay the effective date of SFAS 
No. 133 to fiscal quarters ofiiscal years beginning after June l5,ZOOO. 

Reclassifications 

Certain March 31, 1998 and December 31, 1998 amounts have been reclassified to conform with the presentation for the year ended December 31, 
1999. 

(2) Property, Plant and Equipment 

Property, plant and equipment consists ofthe following: 
December 3 1, 

1998 1999 

T&mnmunic*tions networks .._............._................ .._.............................................. $59,764 $139,248 
Network monitoring and switching equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 165;697 331,078 
Fiber asset under construction (Note 3) .._.................................. 11.500 
Fiber optic use rights ..,....,........,,.....,,....,......,.....,................................................................................. 44,109 108,239 
Consuuctian in process.~ .._................................................................................................................. 123.439 344,439 
Other.. .............. 8,282 18,270 

412;791 1,041,274 
IXES accumulated depreciation .._........................... (38,089) (97,518) 

Total _., ,.._, ,._., ,.._.. ,.... ,..., ,...., ,.... $374,702 $943,756 

Additions to property, plant and equipment are recorded at cost which includes amounts for material, applicable labor and overhead and interest. 
Capitalized interest amounted to $4,271, $9,986 and $23,282 for the year ended March 31, 1998, the nine months ended December 31, 1998 and the 
year ended December 31, 1999, respectively. 

(3) Investment in Fiber Asset and Senior Secured Note 

On February 20, 1997_ the Company entered into several agreements regarding the leasing of dark fiber in New York state in furtherance of its 
strategy to interconnect its networks in the northeastern United States. Pursuant to these agreements and in consideration of a payment of $20,000, 
the Company received a $20,000 Senior Secured Note bearing interest at 22 112% (subject to reduction upon early repayment of principal) due 
February 2002 (subject to early redemption options), from Telergy, Inc. (“Telergy”), a right to receive 58,752 shares of Telergy Class A common 
stock (“Telergy Stock”), and a folly prepaid lease from a Telergy affiliate for an initial lease term of 25 years (with two additional ten-year 
extensions) for 24 strands of dark fiber installed or to be installed in a New York fiber optic telecommunications backbone network. As of December 
31, 1998, the Company included $I 1,500 and $8,500 in Property, Plant and Equipment and Other Assets, respectively, as the allocation of the 
%20;000 payment between the fiber asset and the Senior Secured Note. No amounts were allocated to the Telergy Stock. The allocation reflected the 
Company’s estimate of the relative fair values of the assers acquired. 

On May 15, 1998, Telergy paid the Company $1,000 in exchange for the Telergy Stock and a gain of $1,000 was recorded by the Company, which is 
included in “other income” in the consolidated statement of operations. On November 10, 1998, the Senior Secured Note was amended to mature on 
January 20, 2000 in exchange for an indefeasible right to use (‘TRW’) or long term lease of certain fiber segments in New York City and along 
Telergy’s long haul fiber segments in the northeastern United States and Southeastern Canada. 

During May, 1999, the Company received $32,329 from Telergy for the repayment ofthe Senior Secured Note. The payment represented $20,000 in 
principal and $12,329 of interest, which is included in “Interest income” in the consolidated statement of operations. 
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(4) Investments 

The equity method of accounting is used to account for investments in joint ventures in which the Company owns less than a majority interest. Under 
this method, the Company’s initial investment is recorded at cost and subsequently adjusted for the amount of its equity in the net income or loss of 
its joint ventures. Dividends or other distributions are recorded as a reduction of the Company’s investment. investments in joint ventures accounted 
for using the equity method reflect the Company’s equity in their underlying net assets. 

The Company’s nonconsolidated investments are as follows: 

DeCW”bW31, 
Ownership 
percentage 1998 1999 

Mediaone FiberTeechnologies (Jackso”“ilte) .~~..~~.~~~~~~~~~~~~~~~~.~ tOOO%(l) $8,150 $... 
Multimedia Hyperio* Tekcmlm”nic*tions tyiChita).L .,.,,. ..~ ~...~ lOGOX(1, 5,863 
Mediaone of Virginia (Richmo”d) ~~~,~~..~.~~~~~~~~.~~~ .,,. ..~ ..,,,,. ,.,,..................... ~.. IW.O%((I) 7,284 
Entergy Hyperion Telecommunic*tians ofLouisiana ,........ ~..~..~~.~.,~~~ ~~~~ .~~~.~,.~,.~ 

.- 
1000% (2) 6,714 

Entergy Hyperim *etecommunie*tions ofMississippi ~~.~.~~~~~~~~~~ ~~. ~.~ 100.0% (2) 7,130 
Entergy Hypedon Tetemmmunications ofArkansas ~,, ~.., .~~~ ~~~~.~~~~..~..~ 

.- 
1000% (2, 7,586 

PECO-Hyperim (Philadelphia) ,.~,., ,~~ ~~~.~..~..~ 50.0% 33,936 42,475 
PECO-Hyperio” (*tlenkwn, !3dllehem, Easton, Reading). ,....,...,..,.,,.. ~.~~~ ~..~ 50.0% 7,227 7,425 
Hyperim ofYok ,...,.., ~,,~ ,..., ,.,..,.....,,.....,...........................,. ~..~,.~ ~~~.~~~ ~~~~ ~.~ 50.0% 5,721 6.525 
Allegheny Hyperio” Tetecomm”nic*tio”s ~~.~~~~~~~ ~~~~~.~ .~,~~~.~ 50.0% 3,043 4,975 
B&ercreelt Communicatio”s ..,........................................... ~.~,~. .~~~~~.~~~~~.~ 49.9% (3) 44,637 
Other ,,,..,...., .,....................................................................... ~,~~.~~~~~~~~~. .~~.~.~ ~ “ariOu.7 &x&3 .- 

138,614 6, ,400 
Cumulative equity in net losses (26,286) (17,334) 

TOtA I”“esme”ts ..,. ~,.~..~ ~..~ ,..,.,..,...,...,.,..,............... ~... m w 

(I) As discussed in Note 1, the Company has consummated agreements which increased its ownership to 100% in these networks during 
March 1999. (2) As discussed in Note 1, the Company has consummated an agreement which increased its ownership to 100% in these 
networks during June 1999. (3) On March 24, 1998, the Federal Communications Commission (“FCC”) completed the auction of licenses for 
LMDS. The Company, through Baker Creek Communications, was the successful bidder for I95 31.Ghz licenses, which cover approximately 
30% of the nation’s population - in excess of 83 million people in the eastern half of the United States. In connection with the FCC’s full 
review of all bids and the granting of final licenses it was concluded that the Company, through Baker Creek Communications, would acquire 
the entire interest in the I95 licenses for a total cost of approximately $44,605, all of which was paid as of October 26, 1998. On September 
30, 1999, the FCC granted the Company’s request to transfer, and the Company transferred the licenses from Baker Creek Communications to 
a wholly owned subsidiary of the Company. The licenses are included in Other assets -net on the consolidated balance sheet at December 31, 
1999 (SeeNote 1). 
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